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AIG PROGRAMS
99 High Street
Boston, MA 02110
Internal Bulletin


TITLE:	New SML Coverages

TO:		Division 66 Staff				Date:   08/10/2020

FROM:		Susan E. Cook, Casualty Product Line Officer

EFFECTIVE:	August 10, 2020

Please Note: This is an Internal Document and is not to be distributed to our Program Administrators.  

As you are aware, our new Sexual Misconduct Liability filing which includes a new rating plan with redesigned High, Medium, Low Hazard groupings, new rates and minimum premiums along with new forms has been activated in the Coverall NexGen system.  

The Coverall NexGen platform has been updated with the new product using a Control Date (quote started date) of August 3, 2020 for all approved states.  The older 1996 Abuse forms and other versions of SML forms are no longer available in states that have approved the new filing but will be visible in pending/unapproved states. The older forms are also no longer available for Surplus Lines business.

The new product has been approved in 38 states.  It is pending as of the date of this bulletin in AK, CO, CT, FL, HI, LA, MA, NJ, NY, OH, OK, TX and WA.  

New Rating Items:
The coverage follows ISO with a $100k/$200k basic limit.  The maximum limit is $1M/$1M.  You can select a valid ISO deductible and it will be rated using the ISO deductible factors.

The percentage of GL premium for all hazard grades has been changed to 10%, 20% and 30%.  The premium is now calculated on every GL class code so it is no longer a “total GL premium”  calculation with other CGL endorsement premiums included in the premium calculation.  This change allows the premium to be calculated & reported based on location states which improves our ability to track and understand premium & loss information.  

There are two program exceptions* in the rating – class code 48252 Ski Lifts, Tows & Runs for MountainGuard and 11138 Clubs – country or golf for RPS Bollinger Clubs will use 25% of the rated GL premium in the calculation of the SML charge and all other class codes on those policies will use 100% of the GL premium.  
*I was informed that use of either of the above 2 class codes by any program will initiate the 25% factor, so that error in rating has been reported to Coverall and will be fixed in a subsequent update.

The minimum premiums for all hazard grades have been increased to $500, $2,500 and $4,000.  

SML coverage is now subject to Audit (the older build was not set up this way).  It is not eligible for inclusion within a Composite Rating calculation for any program.  

We have built the Optional Extended Reporting Period (“OERP”) endorsement functionality in NexGen.  OERP premium is fully earned & fully charged when adding this form at the termination of the SML coverage or CGL policy and will be handled within NexGen in the same manner that EPLI and EBL OERP’s are handled.

New Grid for Hazard Grade:
The prior grid for hazard grade selection was revamped and some risk types were reclassified.  The user now selects the Type of Risk, and then the operation most closely aligned with the business of the insured.

Coverage Change Information:
We now have forms that include defense costs within the limits for most states (Claims Made and Occurrence).  It is our go forward preference to utilize the Claims Made, Defense Inside the Limit coverage forms, wherever available.  As you create the PA-specific Underwriting Authority updates, please make certain this is clearly communicated.

Forms are available in Coverall, so PA’s can view there.  If you need a copy to review, please contact Product Development or refer to the NYSF folder linked here. The Program Forms Template will be updated in September with the complete list of approved forms. 

Claims Made, Defense Inside the Limit forms:
127332 (07/19) Sexual Misconduct Liability – Approved in AL, AZ, DC, DE, ID, IN, IA, KY, MD, MI, MN, MO, MS, ND, NE, NV, NM, OR, RI, SD, TN, UT, WI.  Pending in CA, CO, CT, HI, MA, OH.
State Specific versions of above:
127333 (07/19) Sexual Misconduct Liability – GA, SC.
127334 (07/19) Sexual Misconduct Liability – ME.
127335 (12/19) Sexual Misconduct Liability – MT.
127336 (07/19) Sexual Misconduct Liability – NC.
127337 (07/19) Sexual Misconduct Liability – NH.
127338 (11/19) Sexual Misconduct Liability – PA.
127341 (07/19) Sexual Misconduct Liability – WV.
127343 (07/19) Sexual Misconduct Liability – VA.
127375 (12/19) Sexual Misconduct Liability – WY.
Pending state specific versions for:  AK, TX, WA. 

Claims Made, Separate Limit of Defense forms:
127345 (07/19) Sexual Misconduct – KS.
127374 (12/19) Sexual Misconduct Liability – IL.
127379 (12/19) Sexual Misconduct Liability – VT.
127381 (01/20) Sexual Misconduct Liability – AR.
Pending state specific versions for FL, LA, NJ, OK.

Optional Extended Reporting Period forms:
127346 (07/19) Optional Extended Reporting Period Endorsement
127372 (12/19) Optional Extended Reporting Period Endorsement - MT
127377 (12/19) Unlimited Optional Extended Reporting Period Endorsement - WY

Occurrence, Defense Inside the Limit forms:
127360 (09/19) Sexual Misconduct Liability – Approved in AL, AZ, DC, DE, ID, IN,IA, KY, MD, MI, MN, MO, MS, NC, ND, NE, NH, NV, NM, OR, RI, SD, TN, UT, WI, WV, WY. Pending in CA, CO, CT, HI, MA, OH.
State Specific versions of above:
127355 (09/19) Sexual Misconduct Liability – GA, SC.
127356 (09/19) Sexual Misconduct Liability – ME.
127357 (09/19) Sexual Misconduct Liability – PA.
127364 (09/19) Sexual Misconduct Liability – VA.
127373 (12/19) Sexual Misconduct Liability – MT.
Pending state specific versions for:  AK, TX, WA. 

Occurrence, Separate Limit of Defense forms:
127361 (09/19) Sexual Misconduct Liability – AR, KS.  
127380 (12/19) Sexual Misconduct Liability – VT.
Pending versions in AK, FL, LA, NJ, OK.

The following form requires a referral to and approval by us prior to quoting as defense is outside the limit of insurance and uncapped.
Occurrence, Defense in addition to Limit forms:
127374 (12/19) Sexual Misconduct Liability – IL.

Instructions for Coverall NexGen entry:
Embedded here is the Quick Reference Guide created for users of the Coverall NexGen platform.  



Workaround for NexGen implementation (if needed):
For the PA’s that write the Abuse/SML coverage, you are authorized to approve the use of the Coverall NexGen workaround, but the PA must refer all impacted accounts to you to get pre-approval and they must retain that approval in the underwriting file.  

The only approved scenario for the workaround is a renewal quote for an account with the old Abuse coverage grant that renews prior to November 1, 2020 where the renewal quote was not started prior to 8/3/2020 and the conditional renewal notice was not sent.  All renewals dated on or after 11/1/2020 should be receiving the appropriate Conditional Renewal Notice regarding a change in the coverage form and rate as outlined in PA Bulletin 30 GL (08-06-20) Sexual Misconduct Liability Updated Rates Rules Forms.  

Any questions on the above information should be directed to Susan Cook.  Thank you.

The information and other material contained herein are proprietary to AIG Programs and intended for internal use only.  Unauthorized disclosure, dissemination, copying or other use of this information and material without the express written permission of AIG Programs is strictly prohibited.
Division Control Number:  AIG PGMS INTERNAL BULLETIN (2020 #30)
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As a reminder, the mandatory Abuse Exclusion which auto-attaches IS NOT to be removed from the policy when SML coverage is being afforded to the insured.

Programs is launching a new Sexual Misconduct Liability Coverage (SML) that replaces older versions of SML and “Abuse and Molestation” coverage.  You will see changes to the system screens (UI), rating, display and forms.  This new product is to be used on all new business and renewal policies effective with this release.

All admitted accounts that have an older iteration of the forms and rating must receive a conditional renewal notice advising that the forms and rates are changing.

· Initial SML implementation has been done for 32 States, with others to follow as they are approved.  The GL Primary State and Writing Company will determine whether new SML or older Abuse and Molestation coverage will be available in the list for selection within the General Liability screen.

· The new SML is the only option seen for approved States on an admitted basis (Co. 01, 02, 06, 29)

· The older version of Abuse and Molestation coverage is still in place for the not-yet-approved States on an admitted basis (Co. 01, 02, 06, 29)

· The new SML is now the only option seen for all States on a non-admitted basis [Co. 41 and Co. 17 (DE)] as either Claims-Made or Occurrence with Defense Within Limits

· Selecting SML on GL screen generates a Sexual Misconduct Liability tab in the navigation tree

SML UI screen displays only those options and fields that are approved for use in the Primary state.

· Enter Limits, Deductible from look-up tables

· Indicate whether C-M or OCC – use of Occurrence may require referral to your Program Manager.

· When C-M, select “Years in Claims Made” from look-up

· When C-M, enter or select Retro Date

· Defense “Inside Limit”, “Separate Limit” or “In Addition to the Limit” is determined by GL primary State and Writing Company

· When Defense is outside limits, the Aggregate Limit is also generated which is the same as the Aggregate Defense Expenses Limit*

*Note: Montana (admitted) has unique rules on Defense within Limits:

· When “Each Incident Limit” is $1m or more, Defense defaults to “Inside Limits” and is greyed-out

· When “Each Incident Limit” is less than $1m, Defense defaults to “In Addition to the Limits”, $50,000 is generated as the “Aggregate Defense Expense” and both fields are greyed-out 
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· SML UI – Segment

· Select Industry from the look-up

· Based on Industry, Class selections are displayed in the look-up – select one

· Based on Class, the Hazard is assigned (Low, Medium or High)

· “Hide Rating Details” check-box defaults to unchecked but is editable.  You should leave it unchecked.
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· Sexual Misconduct Liability Rating Details are displayed on the screen (horizontal scrolling required)

· Location No.

· Class

· Subline

· GL Base Premium

· Hazard Factor

· ILF Less Deductible Factor (Based on Risk State)

· Claims Made Factor

· SML Premium
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Rating

· Formula:

Basic Limits GL premium X Hazard Grade Factor X (ISO ILF - Deductible Credit Factor) X CM Step Factor OR Occ Factor X Defense Expense Limit Factor OR Defense Outside Limit Factor

· Premium is subject to Minimum Premium when calculated premium is less than the minimum.

· Taxes and surcharges apply

· TRIA applies and is assessed on a Location/Class/Coverage basis

· Premium will be adjusted at audit when the policy is auditable

Rating Worksheet

· SML premium is displayed by Location, Class and Coverage

· Incident Limit, Aggregate Limit, Formula, Annual Premium and Term Premium are displayed

· Formula includes both SML algorithm and values, and also displays how the GL Base Premium is calculated

· TRIA charges are displayed (not shown here)
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Declarations

· A separate SML Limit and Deductible section has been added

· The “Defense Expense Limit” only displays when there is a separate limit coverage form selected for the Primary state on the policy
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Forms:

· New SML forms have been added for the approved States, and will attach automatically.

· New Optional Extended Reporting Period endorsements have been added for approved States and will attach automatically.



Optional Extended Reporting Period (06-LX-000000321-0 000 example below)

· The system allows you to add Optional Extended Reporting Period (OERP) coverage on an endorsement transaction when the policy or the SML coverage is being canceled with AIG.

· The system will auto-attach the correct OERP form and charge the correct OERP premium.  

· Check “Optional Extended Reporting” on SML screen to generate OERP in the navigation
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· Select the Length of OERP from the look-up menu.

· OERP premium is “Fully Earned” and “Fully Charged”.

· The OERP Effective Date defaults to the policy expiration date, but is editable

· It is required that you enter a date one day prior to the policy or coverage cancellation date.

· OERP Effective Date for adding OERP form and the Cancellation Effective Date cannot be the same.

· The Termination Date is pre-filled for you as it adds the length in years to the OERP Effective Date

· Premium is system-calculated based on SML premium and the Length of OERP factor which displays after rating
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*WY has an unlimited OERP option

· When Length of OERP is “Unlimited”, you must enter the OERP Percent (225% up to 500% are permitted by system).  You need to refer Unlimited option to your Program Manager for approval and charge to make.

· There is no Termination Date for WY unlimited OERP option.

[image: ]

Rating

· Formula

Total SML Premium X (OERP Percent / 100)

Rating Worksheet

[image: ]

Forms

· Based on the State, the correct OERP form will auto-attach and display the additional premium
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· WY Unlimited Option:
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OPTIONAL EXTENDED REPORTING PERIOD

This endorsement modifies insurance provided under the following:
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As of 12:01 A.M. on 09/01/2021, an Optional Extended Reporting Period is issued to the Policy
until 12:01 AM. on 09/01/2023 at the address of the first Named Insured shown on the
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